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BY THE BOARD:

In accordance with the New Jersey Board of Public Utilities ("Board") January 6, 2003 Order in
Docket No. GX01050304, New Jersey Natural Gas Company ("Petitioner," "Company," or
"NJNG") filed its annual Basic Gas Supply Service ("BGSS") petition with the Board on June 1,
2006. The Company's petition sought to: (1) decrease its periodic BGSS rate applicable to
those customers subject to the Periodic BGSS Pricing Mechanism from $1.2597 per therm
including taxes to $1.1493 per therm including taxes; and (2) modify its BGSS interest
calculation methodology, whereby in lieu of interest being calculated on a monthly basis at the
Company's authorized overall rate of return, as done under the current methodology, the
interest rate used for the calculation would be the prevailing SBC rate. The Company's
proposed adjustment to its Periodic BGSS rate would result in a decrease of approximately 6.6
percent or $11.04 cper month after tax, to the average NJNG residential heating customer using
100 therms monthly. The BGSS year is for the twelve months ended September 30, 2007.

Pursuant to P.L. 2006, c.44, the New Jersey sales tax rate increased from 6 percent to 7
percent effective July 15, 2006. Due to the enactment of P.L. 2006, c.44, NJNG seeks to
decrease its Periodic BGSS rate by $0.1115 per therm including taxes, effective October 1,
2006 thereby decreasing NJNG's current after tax rate of $1.2716 per therm to $1.1601 per
therm after tax. The resulting decrease to the average NJNG residential heating customer
using 100 therms monthly is $11.15. The annual revenue decrease to the Company would be
approximately $53.4 million.

The Company also provided preliminary notice to the Board, in its petition, that it intended to
issue refunds in September, 2006 to its Periodic BGSS customers, based upon Periodic BGSS
volumes consumed by individual customers during the period of February 1, 2006 through



August 31, 2006. On August 25, 2006, the Company notified the Board that it would actually
refund a total of $22.5 million pre-tax BGSS recovery to all periodic BGSS customers based
upon their periodic BGSS usage for the period from February 1,2006 to July 14, 2006. The pre-
tax refund per therm amounts to $0.1137. The estimated average refund per customer amounts
to $52.57.

Following a review by, and subsequent discussions among representatives of NJNG, Rate
Counsel, and Board Staff, the only parties to this proceeding (collectively, "the Parties") on
August 17, 2006, the Parties entered into the attached Stipulation for Provisional BGSS Rates
("Stipulation"). The attached Stipulation solely addresses establishing new provisional BGSS
rates for the Company; the remaining issues will be addressed in the normal course of
business; Among the provisions in the Stipulation is the agreement that additional time is
needed by the Parties to allow for a full and comprehensive review of the Company's 2006
BGSS petition. In addition the Parties recommend that pending their review and final
determination by the Board, it would be reasonable for the Board to authorize on a provisional
basis, subject to refund and interest on any net over-recovered BGSS balance, the Company's
proposed decrease in its BGSS rates. The Parties agree that a price decrease in NJNG's
BGSS rates, on a provisional basis, is reasonable at this time so that NJNG's customers may
receive the benefit of the lower BGSS price. The attached Stipulation does not impair the
Board's future consideration of the Company's original request to modify the standard BGSS
interest calculation methodology.

The Parties agree that the Company's above request for provisional implementation of its
Periodic BGSS rates should be effective October 1, 2006. The parties agree that the above-
referenced BGSS rate filing will be transmitted to the Office of Administrative Law ("OAL"), with
an opportunity for full review at the OAL and subsequent final Board approval.

On July 13, 2006, two public hearings in this matter were held in Freehold, New Jersey. One
hearing was held in the afternoon and the other was held in the evening.1 The public hearings
were preceded by notices in newspapers of general circulation thtoughout the Company's
service territory. The public notice also advised customers that the Board granted the Company
the discretion to self-implement an increase in its BGSS rates to be effective December 1 st of
this year ~nd/or February 1st of next year, with each increase capped at 5% of the total NJNG
residential bill. The public notice also stated that the Company is permitted to decrease its
BGSS rate at any time upon two weeks' notice to the Board and Rate Counsel. No members of
the public appeared at the public hearings to provide comments related to the Company's
request to decrease its Periodic BGSS rates.

DISCUSSION AND FINDINGS

The Board, having carefully reviewed the record to date in this proceeding and the attached
Stipulation, HEREBY FINDS that, subject to the terms and conditions set forth below, the
Stipulation is reasonable, in the public interest and in accordance with the law. Accordingly, the

1 The public hearings in this matter were held together with public hearings in another pending NJNG

matter. In the Matter of the Petition of New Jersey Natural Gas Company for the Implementation of a
Conservation and Usage Adjustment, BPU Docket No. GR05121 020.

-2- DOCKET NO. GRO6060415



Board HEREBY ADOPTS the Stipulation as its own, as if fully set forth herein and HEREBY
APPROVES on a provisional basis, the Company's implementation of a decrease in the
Company's after-tax per-therm BGSS rate to $1.1601 effective October 1, 2006. Any net over-
recovery on the BGSS balance, at the end of the BGSS period, shall be subject to refund with
interest.

The Board HEREBY ORDERS that this docket be forwarded to the OAL for full review and an
Initial Decision and then returned to the Board for a Final Decision. The Company is HEREBY
DIRECTED to file the appropriate tariff sheets conforming to the terms and conditions of this
Order within ten (10) business days from the effective date of this Order. The Company's gas
costs will remain subject to audit by the Board. This decision and Order shall not preclude nor
prohibit the Board from taking any actions determined to be appropriate as a result of any such
audit.

BOARD OF PUBLIC UTILITIES
BY:

IJJEANNE M. FOX
V PRESIDENT
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CONNIE O. HUGHES lJ

COMMISSIONER

./BUTLER
COMMISSIONER
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CHRISTINE V. BATOR
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I HEREBY CERTIFY that the within
document is a true copy of the original
in the files of the Board of Public
Utilities II ;..' ...ATTEST:
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'.'rncey Thayer, Esq" N~\\I J~rsey Natural Gas Company lor the P~llti(ln~r. Ne\v ,'ersey
N.lluri.11 (jus Company

Salralh Steindel. Esq., Assi~lant Dt:puty Itarep:1}'cr AdvoC3tC. Dcpartmt'\1t (1(: tht' Puhli<:

Adv()l:..lt~, Division of Ratc Couns(;!

B.1bcttc Tcnzcr, t:~q. :'lnci AnJ1e-M.1rll' Shutto, Esq., IJeputy Attofncys GI.'tlcr31. Lor lhc
Staff of thc Ncw Jcrs~y Bc)ard of Public Utilitics (Zulima Fatrhcr, E~q., .Attorney Gcllcral of
N~w .1 ersey)

"0: TIlE NEW JERSEV BOARD OF PUBLIC I~TILITlt:S

Ncw Jcrscy -Natural Gas ('ompMY (NINO) tiled a petition in Dockct No1

ThTllUgh its petition, NJNG rcquc$lcd the Nt:\v ,jersey Do:1rd ofGRO6060415 on June .2006

Public UtiliLie.-; (BPlJ ()r Roard) tL) .1Ccepl NJNG' s aJulual rcconciliali()11 tiling fOf it~ Basic Gas

Supply Service (BGSS). .'\nLI i.lJ)provt' the (~ompan~" ~ r~1..ltt:d reque~t to dccrci1$c the pel;()uil.:

BGSS ratc 3pp1ic.lhl~ to thosc c\lstomerS sllbject to thc Pcrio,1il: BOSS I")riciug Mcchanism by

$0.1104 pcr thcm1 Clftt:r tax, effcctlvc Sept~"b~r 1, 2006, dccrcasing lht: aft~r tax rntc of $1.1597

I'.



pcr thcnn lu $1 .1493 per th~rm. "'1us Ch.'UlgC rcprC-"Cl1l~ a d~(.;r~a:;t' ()fupproximately (I.V pcrccnt

for the a\'Cfagc rcsidcl1Liul heating cu tornej' using 100 thCIn1S pcr mol1th Th~ projection of

N.rNU's undcr-/ovcr-rcCOv(,TY ofnatllral gas co~t.., was b.1Scd on markct conditlt)n~ i1~ or lhc lim~

()fth~ June 1,2006 filing with.1 proposed one-year BOSS rec(wery period.

2. A public hcanng on tht! p~titi()n was held on July I J. 2006, ill F rcchold BoroL1gh.

Ncw Jer~ey. No membel"S of thc public app~ared to provide commcnts rclatlng to NJNG':-;

rcqucsllO d~~r~us~ its Perindic BUSS calc.

3. Rcprcscnlalivt!.s of NJN(i, Doard Staff .1nd thc Dcp3rLm~llt of the Pllhli(;

Ad\'ocnte, Di\'ision of Ralc Couns~J (I~ate Counsel) (thc Pnrtics). thc only Parlics to th<,:st:

.1\5 a rcsull of tho...cpror.;~edil1g5. have discusscd ccrraln mi!tt~rs ut issue in these proceedillgs.

disCLINSioI1S, the PaI1je,~ havc dctcnnincd that additional time is llccdCli to complt:lt: lhl" rl""'Il"W of

NJNG's proposcd Bass fait :llld othcr aspccts (If the C'ompany's BCtSS petitiol1. Howcvcr, ilic

rtarties also agrcc that il BGSS l")li(.;~ decrease. on a pro\isional bt\sis. is r~il~(m.lhle at this time so

that NJNG'~ customers may rcccivc [hc bcn~tit ()fthe lower H(;SS price.

4 Pur.I;llunt to P .L. 2006, c.44, tht: salt:s tax rate in New Jcrscy inCTcascd tro!11 6

5. 2006. In 1ight of that, thi.~ Stipulation rct1ccl~ pric~ chang~sperccIlt to 7 pcrcent as ()f .July

ha...ed 011 a stat\: sa]e~ tax of i percent. With thc ~al~s tax ad.iusted, NJNG is sccking l~) dt;t;Te..t.'i~

the BGSS rate applicablc to thOst: (,:U.'iU1mer~ .~ubjcct to thc Pcrio<.li~ BGSS 'l)ricing Mechwlism by

so. , 20{)6, dccrcasmg rhc .\llcr la.\ rat~ of $1 .:!71615 per theml nfter tax. ctIccliv~ Oct()ner

pcr thcnn to $1 .160 1 p~r thermo

'I lh~ J~ll1e 1 filing al~o incluc.I~<.I testlmOl1Y. scheLlull.:~ :t11d d.lfil thilt ~re re!:pml-"i,'c lU ,Il1d ~Ul~lste11t

~'iln th~ Mll11111um Filing RL:<.tuirl.:mC11ts (MFR~) li)T :1TmU,Il }i(jSS tih11gS. pursuanllO lhc; till,lId's ge11eric
BOSS Order in Duc;kct No. GXO I 050)04,
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Accordingly. thc Partics stipu13tc and agrc\.' thaI pcnding :thc conclusIon of .1ny5

fulther,review and discussions among rhc Partics, and pursuant [0 N.J.S,~. 48:2-21.1. ir \\'ol.11d

be both reasonablc a11d in thc public intcrcst Il)r 1h<:: Board 1() ..lu1horil:~ the prc)pc).,~ d~l.:rl.:..lsc in

the periodic BaSS r-ate to $1.1601 pC!" thcrm attcr tax (instcad of51.1493 pcr lhcml attcr tax as.
in th~ Jlln~ 1 filing), ~ffective as of October 1. 2006, or as l)f a Ifltcr datc should thc Board so

dccidc. This pricc dccrca~c i~ on ..t pl-()visl()niJl hClSis, ,ubject t() refund with interest 01'1 any 1'1t!t

over-rccovcry, all Oppor(onity I()r a full r~vi~"' at the Office of Administrative Law. if necessary,

Th~ slipuliltt:d change rr:prr:sents an overall decrease frOIl) thetUld final appro\o"al by (hc Board.

rates currently in cffcct of approximalcly 6.6o/u. or $11.15 p~r month f,.,r a typical resid~l1tial

This action wililcad to ., Jc(;r~asc in annui.U~itle~ service l;ustomer using] {)() therms per monlli.

rcvcnuc to NJNG ofapproximat~ly S53.4 million

films. thc Company also r~que.-;te<i approval to implemel,t a limited6. fn the ,11.U1C

modification to the CW1'ent ffiarUlcr in \\'hich B(jSS interest i~ calculated. Since the Pal1ies have

not yC1t had the (IPP011Ullity to discuss this lSSUC, thi~ Stipulation in no w.\y illlpairs the BoiJrd's

fururc CO11SiuCTttt1(m (,f C('mpuny'~ original rcqucs{ tor thc rnodificd in{crc~l mclhod to bc

~ffective as of Octobcr 1, 2006.

7, TI,is Stipulation rcprcsl.'nts a mlltual balancing of int~rests, CC'lntaillS interdependent

In the event anypro\isions :.Ind, th~Tet()rl", is intended to bc acccpLcd and approv~d in its entirety

parti\:lllar asp~\:t of this Stipulation is nor acccplcd a11<1 ~ppr()vt'd in its entirety by the Board, :lilY

P:'1rty agg.ricvCtllher~hy sh~11 n()t he hOUI1d to procccd with thi~ Stipulalion and shall hav~ th~ right

Morc particularly, m the ev~'t thlSto litigatc all lSSUCS ..\Jdress~d h~rein to a conclusion.

Stipulation i:oo not adopted if} its cntircty by th~ Board, in :lIlY appticablc Orclcr(s). th.:n any Pl.trty
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hcrClu i~ (rcc lL) pur.collt: its lhcn ..,vi.ti1i.lbl~ '~g.11 r~-n~di~s with rt:s1')ccllO ,all i~$lIL.:~ i.,ddrl'sscd ill this

Stipulation as thl)Ugh tllis Stipulation had not b~cn signcd

It i~ the il1tent of tile Pnrtics that thc prl"lvisioIlS hcrcof bc approvcd by thc Board~

""he ParTies ful1her agree that they consider thc Srlpul~ti(\'l 1.(1 beas being in the puhli~ imere!it.

hlnd1ng on them fi)T all pUToses herein.

It is specifically understood D11d agrccd that this Stipulation rcprcse/1ts :lC)

ncgotiatcd agl.~~mellt ill1d has h~~11 made exclusively for the purpose of these ~"roceedillgs.

Except a.~ expressly providcd hcrC1n. l1cithcr NJNG. the Board, it,!; Staff, nor I{at~ Counsel shall

h~ d~t:m~d to have approved. agreed to, or collscntcl1 to .\ny principlc or mcthodology lIl1clcrlYlllg

or ~lI1')PU~~U tu Lmd~rlje any agreement provided hcrcin.
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